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Industry and the Liberal Arts 


Mr. Lyons: In a few months representatives of six hundred or so 
business firms will be on the campuses of our colleges, interviewing 
the 1954 graduates and hiring some of them. There is a notion in 
many colleges that most business and industry hire only engineers 
and technically trained people. Maybe that is why interest in the 
traditional liberal arts courses has declined in most colleges, save as 
a route to the graduate schools, and that general education has been 
neglected in too many colleges. One wonders whether that is due to 
the impression that business has no use for the liberal arts. 

Mr. Chapman, you are president of the Yale and Towne Manu- 
facturing Company and an outstanding businessman. Let me ask 
you, does business in fact have any need for being able to hire men 
with a liberal arts background? 


Mr. CuapmMan: Never in the history of American business has it 
been as necessary that business hire those from the liberal arts schools 
as it is today. There are two very basic reasons for this: First, looking 
at the broader aspect of American life, the American businessman 
has a major influence on millions of his countrymen on their attitude 
toward the capitalistic system, which is, in effect, the backbone of 
our whole political order. Secondly, looking at the company itself, 
a company is really a group of human beings, banded together in 
an effort to make money under the profit system. The relationship 
between those human beings is essential to the ‘success of that com- 
pany. Those who do not have the humanities in their knowledge 
are not able to meet that situation and to solve it successfully as is 
necessary in a successful businessman. 


Mr. Lyons: Let me turn to you, then, Mr. Nickerson, for you are 
vice-president and director of foreign trade of the Socony-Vacuum Oil 
Company, and let me find out whether you think business has any 
need for employing men with a liberal arts education. Does your own 
company hire any such? 


Mr. Nickerson: Let me say, in the first place, that we recruit one 
hundred or more college students each year. These men are about 
evenly divided between technical specialists and liberal arts graduates. 
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Let me also say that a recent survey of seventy-six American corpora- 
tions revealed that lack of specific skills accounted for only a shade 
over 10 per cent of the discharges, while character traits accounted 
for virtually 90 per cent. I understand, too, that character traits also 
represented the factors preventing promotion in over three times as 
many cases as did the lack of specific skills. 

I do not want to give you the impression that we do not need 
skills. We do need them; we need plenty of them. But we need 
men with judgment and discrimination, and we need them badly. 
In my opinion a technical education alone is not enough. 


Mr. Lyons: Could you say whether you really have planned to hire 
men with a training in liberal arts primarily or engineers who had 
some liberal arts in their background? 


Mr. Nickerson: I find it rather hard to draw that line. In my 
opinion, if the liberal arts graduate has taken elementary courses in, 
let us say, engineering, chemistry, and physics, he has a better liberal 
arts education than if he had not taken them. I can also imagine 
that. a man with an engineering degree could have taken enough 
courses in the liberal arts so that he would be in effect a liberal arts 
graduate as well. 


Mr. CuapMan: You referred to a survey made in your company of 
the management. It so happens that my company is engaged in a 
similar inventory of management personnel. Recently I had placed 
on my desk the analysis of a hundred men in management in one of 
our divisions. It was extremely interesting to me to see that out of 
that hundred only four apparently had a lack of knowledge of their 
job and only eight failed in the quality of work which they performed; 
but, going up to the other side, the top of the scale, I found that 21 
per cent of those men failed in initiative; 20 per cent in leadership; 
and 19 per cent in management ability. 

This brings out to me most dramatically that those three qualities 
which I believe can be improved and made better through education 
in the liberal arts are failing in American business today. Your figures, 
Mr. Nickerson, very closely check mine, and I think that the problem 
which faces us is to have these people who are coming to us out of 
college strong in initiative, strong in leadership, and strong in future 
management ability. 


Mr. Lyons: Then, I gather from both of you that businessmen would 
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not be wholly happy if they found lined up for them for interviews, 
come June, only the technical and engineering fellows. 

Let me ask, then: What are you looking for in terms of training, 
and just what do you mean when you say that you want men with 
this liberal arts training? 


Mr. Nickerson: Speaking for myself, I should like to say that 
we certainly would be unhappy if we had available to us only tech- 
nically trained men. In my view a man who has a really good liberal” 
arts education can see things as they are. He is objective; he can see 
a situation without any distortion; he can analyze a complex situation, 
discard irrelevant things, and gd immediately to the point. In a nut- 
shell, it seems to me that a liberal arts college graduate should be able 
to think effectively, to communicate thought, to make relevant judg- 
ments, and be able to discriminate among values. 


Mr. CuapMan: The Saturday Review’ published a number of ex- 
tracts from talks given at the College English Institute at Corning 
last fall. They included in that publication a definition of a liberal 
education, which was made by John Henry Cardinal Newman, I 
‘suppose, over a hundred years ago. This definition said that a liberal 
education is “the education which gives a man a clear, conscious view 
of his own opinions and judgments, a truth in developing them, an 
eloquence in expressing them, and a force in urging them.” 

I cannot imagine a better definition of a good executive in American 
business today than that contained in the Cardinal’s definition of 
a liberal education. 


Mr. Lyons: I suppose in the terms that the college of liberal arts 
states it we would mean those courses which deal with the ideas which 
have shaped the history and the institutions of our society—history, 
literature, philosophy, the humanities, and, of course, not excluding 
science, a great part of our culture. 

Mr. Cuarman: That is right; it is a very good description. 

Mr. Lyons: What are the facts about modern American business 
life and hiring practices about which we in the colleges ought to 
know more? 

Mr. Nickerson: It is very difficult really to get the facts of this 
situation. Fortune magazine, in one of its recent issues, did examine 


1 ‘Industry and the Liberal Arts,” a Saturday Review “Report to America,” Saturday 


Review, November 21, 1953, pp. i Sr I 
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this situation and came up with some figures. These figures are not 
terribly encouraging to the men who are interested in liberal arts, | 
because it shows that out of some two hundred and twenty-seven) 
thousand men who got their first degrees last year, from some thirteen | 
hundred colleges, less than a third took courses which could be truly) 
considered liberal arts courses. A similar survey took place in the state. 
of New York last year, and I understand that it was found that in) 
June, 1953, over five thousand fewer liberal arts degrees were given 


than in the previous year, 1952. 


Mr. Lyons: That would seem to indicate that this demand for more 
technical people and presumably less of the nontechnically trained 
college people is still going on. How do we account for this continual 
emphasis in that direction? 


Mr. Cuapman: I wonder if we are not operating under a false} 
premise. The industrial expansion which has taken place in the last’ 
ten or fifteen years in the United States is unprecedented. The research | 
and growth in research which has taken place has made a demand_| 
upon the, universities to produce technicians to a point which never | 
was conceived of before. These two things—the growth in research | 
and the growth in industrial production—have probably put upon| 
the universities a perhaps false demand in the long range for technical 
men. I wonder if that is going to be the pattern of the next ten to| 
twenty years, whether perhaps American business is going to look | 
more for the man who ultimately will be able to assume the responsi- | 
bilities for leadership, for the right management control of people’ 
through an understanding which he will obtain through the study 
of the liberal arts. That, in my opinion, is something which should be | 
given serious thought by both industry and the educator. : 


| 
Mr. Nickerson: Your remarks are extremely interesting, Mr. Chap- 
man. We do have to remember that since 1939 we have been in a. 
seller’s market. The emphasis has been on production, not only during 
the war but during the period immediately after the war when there 
was a tremendous pent-up buying power in this country. As a conse- 
quence, industry has been concentrating on production. Since this 
was true, it has been hiring a disproportionate number of technically 
trained men. I think that there is some reason to believe that, now 
that the period of a buyer’s market is probably with us and will be 
with us for a while, industry will be more interested relatively than 
it has been in hiring the liberal arts graduate. 


Mr. Cuarman: I believe that in the last year there were about forty- 
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two thousand men graduated from technical schools. I wonder if all 
those men have to have the same technical training. Perhaps there are 
at the top ten or twelve thousand men who should be purely tech- 
nicians on whom the educator should concentrate, to give him the 
}proper technical background to take his place in American business 
in the technical field. But, after that, there must be grades of technical 
training which are required, so that maybe perhaps the last ten 
thousand out of the forty-two thousand should be shifted over to 
practically a liberal arts education, with one exception. I think that 
the liberal arts educator should always remember that he should 
produce a well-disciplined mind and that he should concentrate in 
some part of the education to producing a boy who realizes that 
discipline of mind is important in business. 


Mr. Nickerson: That point is extremely well taken. In my opinion, 
a great many engineers have been hired simply because they have a 
freal respect for facts. Imagination is important, and we certainly 
‘do not want to decry that. But it may be that the educators in the 
liberal arts field should give more thought to inculcating in the minds 
of their students a real respect for facts and for precision in thinking. 


Mr. Lyons: If you want engineers with a broader training, what 
prevents you from getting them that way now? 


Mr. Nickerson: I do not think that there is anything which does 
prevent it. As a matter of fact, we were discussiong just before this 
meeting the developments which have taken place in certain of the 
universities of this country. I understand that in the case of one 
university in particular, Massachusetts Institute of Technology, a new 
department in humanities has recently been opened. I think that there 
‘are indications that in other technical courses undergraduates are 
‘being encouraged to take courses in the liberal arts. 

Mr. Lyons: The New York Times this morning has a report that 
Trinity College has just entered into a special arrangement by adding 
a fifth year so that an engineer will get both, they hope, the liberal 
arts and the engineering training. I believe that some other colleges 
have done something like that. Do you think that stretches it too 
Jong—more time than the engineer can afford before he gets his job? 


Mr. Cuapman: I think that that opens up a very broad question as 
to how long you can expect a boy to stay in college in undergraduate 
‘and graduate work. Let us compare the engineer to the lawyer or 
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the doctor. In the case of doctors I believe that there are about nine 


thousand a year graduated and in the case of the lawyers about four- || 
teen thousand a year. In the case of the engineers there are forty-two | 
thousand. Perhaps the nine thousand to fourteen thousand of those — 
boys would go to graduate school, which would meet the problem | 


about which you are talking, and get that final training. 


Mr. Nickerson: I might add one other thought. It may be that 
the educators themselves are not aware of what is happening to busi- 
ness. As business and industry grow, as their organizations become 
more complex, industry has a tremendously increased need for men 
with the broad liberal arts education—men of judgment, men who 
have a real sense of values, and ones who have a real facility in human 
relations, who can grow in stature to the point where they can take 
management positions in many levels—management levels which are 
created through this increased size of corporations. As corporations 
increase in size, they tend to decentralize very completely. 


Mr. Lyons: We have said that there are only so many years in a 
man’s life. There are so many things to learn. The colleges are trying 
to do all this technical preparation, and you gentlemen have been say- 
ing that these technical men need more of what the colleges used to 
give them before they tried to take on the technical load. Is it part 
of the answer, perhaps, that industry should do more training? What 
chance is there of that? To offer training courses after they get these 
men out of college? 


Mr. Cuapman: Yes, I think that one of the possible solutions to 
this problem is for industry not to demand such highly technical men 
and to assume the responsibility of training those men in the particular 
technical aspects which are necessary to that business. All this, it 
seems to me, leads up to this thought: I do not believe that American 
business and the American educators have ever really sat down, 
talked this problem out, and tried to arrive at some solution as to what 
the technical schools should teach today and as to the types of boy 


which they should produce. A very great deal, I believe, could be - 
accomplished by a group of educators and businessmen trying to set 
down certain specifications, trying to assess the number of boys each. 
year who should fall in the various categories of degree of technical | 


training. Out of this, perhaps, would come a boy who would be better 


qualified to assume the responsibilities necessary in American business 


today. 
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Mr. Lyons: That sort of suggests to anybody on the college side 
jof the fence that the businessman has not wholly sold this idea— 
} that is, the emphasis which he would like to put on the liberal arts— 
for at least the number of students who have not heard it would seem 
(to indicate that. 
| The college teachers recently have certainly been interested in it. 
) We have seen the Institute on Industry and the Liberal Arts which 
was held at the Corning Glass Center last fall, and this session today 
is an outgrowth of that. The College English Association instigated 
that Conference as a result of their feeling that they somehow ought 
to be in closer touch with the dynamics of American business. 
Businessmen have been running our colleges on their Boards of 
Trustees, doing a great job at it, and giving generously of their time 
jin upholding the freedom and independence of our great institutions. 
}Do you not think that businessmen who are chairmen of the visiting 
}committees, in one way or another, might not do a little more in 
|taking the lead in suggesting to their academic friends a little more 
}specifically what they would like to get? 


| Mr. Cuapman: Let me say this, Mr. Lyons: First, we do not want 
{businessmen to tell educators how to educate. 


Mr. Lyons: No. 


Mr. Cuapman: But I do believe that businessmen can tell educators 
{what they want in the way of graduates and give a better indication to 
ithe educator as to what the objectives should be in his university. 


Mr. Nicxerson: I think, too, that this development of the College 
jEnglish Association is an extraordinarily hopeful. sign that educators 


Jactually works. On our side of the fence we should show an equal 
amount of interest in educational subjects and do our best to portray, 
if we can, to educators what we consider important. Your idea of 
jdrawing up a group of specifications which would indicate what we 
would like to have in the graduates whom we employ would be 
extremely helpful to the educational system as a whole. 


( 


| Mr. Cuapman: Let me hasten to add that, of course, right near the 
itop of the list would be that we would need in business so many 
jthousands of purely technical people. I do not want to give any indica- 
ition that I do not realize the importance to American business of 
the scientist or the mechanical engineer or the electrical engineer or 


8 THE UNIVERSITY OF CHICAGO ROUND TABLE 


others who are skilfully trained. I am talking about the broader aspects | 
of certain fields of management in the remarks which I have made. 


Mr. Nickerson: To that statement should be added the fact that 


we realize that business does require all grades and classes of engineers. 
On one end of the scale we will find a nuclear physicist, for example, 
whose depth of knowledge must be so tremendous that all his youth 
he will need to concentrate on his field. But the great majority of 
engineers need not be so highly skilled or technically trained when 


they are received by industry. Surely these men have a real opportunity | 


to branch out into the field of liberal arts so that we tend to get more 
widely educated specialists. 


Mr. Cuapman: The fact that business today is sending increasing 


numbers of its young employees to colleges for courses which are being 


given, running, some of them, as long, I believe, as six months and a | 


year and many of them just for a few weeks, shows that business does 
feel the real need for the broadening of those men. I think that an 


analysis of those courses would show that they are not highly technical | 


courses; they are courses more in things allied to the liberal arts. 

I believe that your company does it; mine does; and I know that 
a great many others have felt that real need to send the boys back to 
those courses for a refresher and really to seek new knowledge. 


Mr. Lyons: Do you suggest that that is because these men did not 
get all that they might have out of college the first time around? Or 
is it because, as they mature and encounter these practical and human 


problems, they get to a point where they can get more out of the 
second chance? 


Mr. Cuarman: No, they came unequipped to meet the problems of 


management which arise as they go forward in their company, and 
they feel the need for that. 


Mr. Lyons: I have seen a good deal of that in the one operation 
which I am doing. The Nieman Fellowships at Harvard were started 
because the widow of a publisher gave Harvard some money, as she 
said, to elevate standards of journalism. Mr. Conant simply opened 
the university to working newspapermen to come on leave of absence 
for background for their jobs. Publishers, many of them when he con- 
sulted them at the beginning, said, “Oh, no, it’s too fast paced a 


business; our men won’t step out of line to take that time off.” But 
we have always had ten or more times as many applications as we have 


eee 
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had fellowships. Very often these men say just what you were saying 
about some of your men, that they have a felt gap in their education. 
It may be a specialization that some of them feel to be a science writer, 
a labor reporter, a political correspondent; but, once they get into a 
university, they always want to broaden out and take more general 
studies for a larger background. 


Mr. Nickerson: I think that a simple illustration which I have in 
mind could illustrate that point which you have just made, Mr. Lyons. 
A short time ago, at a management meeting of the kind which you 
have been describing, one of the managers of our refineries said that 
in his job, as immediate supervisor for over four thousand technical 
men, he used almost every skill that he ever had or ever heard about 
except the knowledge of refining. That undoubtedly is an oversimplifi- 
cation, and yet it illustrates this extremely important point that, as 


men do go up through the middle management ranks of business, 


they find an increasing need to refresh their general educational 
background. The development of courses such as you and Mr. Chap- 
man have described is an indication of that need. 


Mr. Lyons: Of course, for most people we have to do it the first 
time around. There is only enough money to provide these special 
adult courses for some people who can be especially selected for them. 

Maybe we need to clarify the notion of how we think about liberal 
arts and industry. I wonder whether some of us in the colleges are 
thinking about the liberal arts in the same terms which some of you 
business executives are. What would you say, Mr. Chapman, as to 
how you think of liberal arts in terms of the part which it ought to 


play? 


Mr. Cuapman: I believe that the liberal arts gives to a man a moral 
and spiritual fiber which he can get no other way in education. I 
think that that is the fundamental basis of what we are talking about. 


Mr. Lyons: Let me ask, Mr. Nickerson, if you would not add up 
your point of view of this need of industry in the liberal arts. 


Mr. Nickerson: I would be glad to try to, although we all admit 
that it is a difficult subject. It seems to me that we are faced with a 
paradox. At a time when our need for liberal arts graduates has never 
been greater, we find their numbers diminishing relative to the whole 
body of students, owing undoubtedly to the tremendous demand for 
scientifically trained men that has developed. Without suggesting that 
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we know the answer to this paradox, we can make the following 
observations: First, business should emphasize its need for soundly 
educated liberal arts graduates. Secondly, because the need for scientists 
will probably continue to increase, ways must be found to broaden 
their intellectual horizons by introducing humanistic subjects to their 
curricula. Industry can help in this regard by providing more on-the- 
job training in the narrower fields of specialization that it requires. 
Thirdly, the student’s time is limited. Educational demands are in- 
creasing. Educators have a real responsibility to eliminate courses 
which fail to reach a high standard of relevancy to the needs of our 
present society. Courses which are included should be organized with 
a view to economy of time and presented with an understanding 
that the student is being prepared to carry the full burden of contem- 
porary life. 


Mr. Lyons: And that implies that these humanistic studies are going 
to be more effectively taught, of course, to develop precise language 
and thinking and to develop maturity in judgment and responsibility 
in standards. 

Mr. Chapman, will you summarize your view of what the business- 
man wants from the liberal arts college? 


Mr. Cuapman: Without in any way infringing on the educator’s 
right to form courses and decide upon the student’s curriculum, I 
believe that industry can perform a most useful service to itself and 
to the nation by making a concentrated and thoughtful effort to set 
forth for the colleges and universities the specifications for a well- 
balanced businessman. Enlightened industrial leadership must, in in- 
creasing numbers, come out of the liberal arts. It cannot be found 
only among the specialists. I suggest that a study be made by both 
business and educational leaders of the factors necessary to produce 
the correct level between specialization and the liberal arts. This 
should result in a clearer understanding by the teachers of the humani- 
ties of the part that they play in the broad sphere of American business. 
The students themselves should realize that courses which in the past 
have seemed to have had little to do with their economic future are 
in reality the basis for their advancement to the higher levels of in- 
dustrial responsibility. 

In short, we should find out what elements of education make the 
biggest contribution to leadership and develop those to the utmost. 
In my opinion, these elements will be largely found in the liberal arts. 


BUSINESS AND HUMAN VALUES* 
By ALBERT L. NICKERSON 


Vice-President, Socony-Vacuum Oil Company 


* 


| I have been interested in the business-liaison program of the College 
| English Association, which seems to have been picking up momentum 
steadily since the spring of last year. I have been impressed, though not 
surprised, by the favorable reaction you have had from business. I hope 
I may be able to help a little in bridging the already narrowing gap 
between liberal arts education and business. In offering my impressions 
and convictions for whatever they may be worth, I shall speak as a 
{ businessman and try to avoid what I am told is one of the problems 
} at a conference like this: the tendency of businessmen to talk like 
} educators and of educators to talk like businessmen. 

While trying to avoid that tendency, I think it worth pointing out 

that it may be an indication of the growing awareness of the common 
| stake that business and education have in a free society. The main in- 
} terest of the teaching profession is, I believe, the establishment and 
{ preservation of cultural, moral, and ethical values. Today, that must 
| be an objective of business as well. 
I am convinced, and I think a great many businessmen will agree, 
that the overriding problems of business in the years to come will be 
those centering around human relations and human values. We have 
crossed the threshold of an era of scientific and technological develop- 
ment that is altering the world we live in more sharply than at any 
time in man’s history. It is imperative that this knowledge be based 
on sound moral values. We must continue to raise the standard of 
living in a world whose population is growing prodigiously and, by 
means of this standard, to preserve and enlarge further the freedom 
of the individual. 

In this task, it seems to me that business and the humanities stand 
on common ground, and that this common stand has escaped the 
notice of many of us simply because business and education, standing 
back to back as it were, face at times at least in somewhat different 


directions. 


* A talk delivered at the College English Association Institute, Corning, N.Y., October 
16, 1953. (Reprinted by special permission.) 
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A high standard of culture has always been based on a high stand- 
ard of living for at least a part of the populace, and culture has always 
been a by-product of man’s successful efforts to wrest a livelihood from 
nature. We are in a time, in much of the free world at least, when we 
have a high standard of culture that does not rest on a morally corrupt 
base of human exploitation. The early Greeks had a high standard of 
culture, at least for the few, but it was based on slavery. Elizabethan 
England likewise had a high standard of culture for the elite, but 
it was based on conquest and exploitation of other peoples. Now, for 
the first time in history, we can have a high standard of culture based, 
not on exploitation of human beings, but rather on exploitation of 
machines and the production of mechanical horsepower, with a conse- 
quent elevation of human dignity. We are enjoying the fruits.of many 
years of freedom. Our achievements are those of free men in a free 
society, increasingly enlightened by a rapidly developing free educa- 
tional system and able to attain our individual capacities in a free- 
enterprise economy. We both have much to be thankful for and much 
that we must be alert to defend. 

In my own business, we are privileged to be engaged directly in the 
replacement of muscle power with machine power. 

The oil business is, in its broadest sense, the energy business. Our 
job is to hunt for, find, produce, transport, convert into useful products, 
and market the liquid energy that raises man’s living standards by aug- 
menting and replacing finite manpower with almost infinite horse- 
power, throughout the free world. Per capita oil consumption is one 
of the most reliable indices to living standards. The United States, 
with the world’s highest material standard of living, has the world’s 
highest per capita consumption of oil products. Petroleum products 
supply about five-eighths of the total energy consumed in this coun- 
try. On the basis that about two-thirds of the 160 million people in 
the United States can perform useful work and that each expends 200 
horsepower of energy a year, the amount of energy furnished by petro- 
leum products is of a magnitude to multiply each of those people’s 
energy output by 84 times. In these figures we see a graphic workout 
of the principle of augmenting and replacing manpower with horse- 
power. 

It is largely this continued abundance of relatively inexpensive energy 
that has underpinned our material prosperity. While the overall cost 
of living in the United States has risen by 80 per cent since 1918, the 
cost of gasoline to the consumer—excluding taxes—has decreased 
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substantially while, at the same time, its quality has increased about 
50 per cent. 

We in the United States today are consuming about 60 per cent 
of all the oil used in the world. Competent authorities estimate that 
United States oil consumption by 1975 will be about double the 1952 
rate—close to 14 million barrels, or about 600 million gallons, a day. 
Oil consumption in the rest of the free world may rise at a relatively 
higher rate than here. 

The task before us is clear. We have to get ready, years and years 
ahead, for a world-wide increase in oil consumption that will bring 
other nations nearer and nearer the steadily rising rate of oil used in 
the United States. Even the most underdeveloped areas of the world 
have reached the conclusion that their peoples no longer need live 
in poverty. All peoples are on the march toward a higher standard of 


_ living. This demands inexpensive energy to create the goods and serv- 


ices mankind must and will have. 

The oil industry is of a highly technological nature and necessarily 
places great emphasis on research. Oil companies spend a total of about 
$125 million a year in a never-ending search for new products, new 
processes, and new methods. 

In addition to the research effort aimed at finding new and better 
ways of doing things, new products, and new uses for old products, oil 
companies invest heavily in proved techniques for exploration, produc- 
tion, manufacturing, transportation, and distribution. In the past 
twenty years, my own Company has invested over two billion dollars 
in capital outlays alone on these activities just in the Western Hemi- 
sphere, to buy the more efficient, cost-saving tools we must have to 
survive in this competitive industry. 

Now, with that brief description before us, we come to the heart of 
the matter, and here I must of necessity speak with reference to my 
own Company. 

Despite the essentiality of these dynamic and extensive programs 
of research and investment, it is clear that our first and most funda- 
mental requirement is for manpower—for an adequate reservoir of 
the essential technical and managerial skills without which a company 
cannot succeed. 

What sort of people make up our Company, where do they come 
from, and what do we try to do with and for them? 

A partial list would include geologists, geophysicists, petroleum 
engineers in our producing department; civil, electrical, and mechanical 


14 THE UNIVERSITY OF CHICAGO ROUND TABLE 


engineers in our manufacturing department; graduates in liberal arts 
and business administration in our marketing department; chemists, 
physicists, engineers, bacteriologists, paleontologists in our research 
department; and, in addition, accountants, financial experts, lawyers, 
doctors, nurses, economists, and specialized and generalized people in 
many other fields. 

We recruit 100 or more college graduates each year. These are about 
evenly divided between technical specialists and liberal arts students. 
Once we have employed a college graduate, a tailor-made training pro- 
gram is mapped out for him. It will seldom be quite the same program 
as that mapped out for another graduate of the same school, same class, 
and same field of major'study. We try to decide what work experience 
we want a particular man to have within a specified period of time in 
order to arrive at a predetermined readiness stage. By the time this 
training period—usually one to three years—is completed, this man’s 
supervisors have obtained a pretty clear picture of his abilities and 
limitations. They know for what jobs he is best fitted and have a 
rough idea as to how high he can ultimately go and about how fast 
he can get there. 

For the remainder of a man’s career in our Company, he will be 
constantly reevaluated in these respects and, if he continues to show 
ability, will continue to receive training to equip him for further ad- 
vancement. Any company’s products and policies, its methods and 
machines, tend to improve only as the skills and brains and talents 
of its people improve. If one competitor -has a material advantage to- 
day, it—or a workable counterpart—is likely soon to become common 
property. An enterprise must rely for survival and progress on the 
personal qualifications of those who make up its ranks and direct its 
destinies. It has been said that a company with high-grade personnel 
and an intelligent and experienced management is almost invariably 
a successful company, and it is true that the development of policies 
that will attract good personnel and foster the growth of intelligent 
executives is the first and most important criterion in the formation of 
any enterprise. 

While man’s complex nature makes for few, if any, absolutes in 
selecting and developing personnel, management must nevertheless 
make sure always to utilize its investment in manpower as fully as it 
must utilize its investment in physical facilities and processes. Any 
philosophy or policy that ignores this necessity endangers the enter- 
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prise, and any policy based on the laissez-faire survival of the fittest is, 
_by any measure, inadequate and hence dangerous. 

The job of management is thus in the most fundamental sense the 
job of developing people. A job of such magnitude demands a plan 
and a program flexible enough to be tailored to each individual em- 
ployee, since, in the final analysis, it is always some one person who is 
being developed and trained, and each man will differ from his fellows 
in his specific needs and capabilities. 

I should like now to discuss briefly the qualities we are looking for 
in the people we employ. 

To begin at the college recruiting stage, it may be of interest to know 
that once we establish the technical qualifications of an engineer 
or a chemist, for example, we look for about the same qualities in 
| both the scientifically trained and the liberal arts students. Since a 
company hires the whole man and can never fully isolate any one 
aspect of him, we naturally look closely for poise, self-confidence, tact, 
capacity for leadership, judgment, and the ability to express himself. 
We interest ourselves in his work experience, his extra-curricular 
| activities, his reasons for choosing his particular school and his fields 
of study—always, in fact, we like to know why he’s done what he has. 

We have a pretty solid basis for our approach. A survey of 76 Amer- 
ican corporations revealed that lack of specific skills accounted for only 
-a shade over 10 per cent of the discharges, while character traits ac- 
counted for virtually 90 per cent. Character traits also represented the 
factors preventing promotion in over three times as many cases as 
did a lack of specific skills. 
| Except in certain research assignments, few specialists in a large 
| company ever work alone. There is little room for virtuoso perform- 
| ances. Business is so complex, even in its non-technical aspects, that 
| no one man can master all of it; to do his job, therefore, he must be 
| able to work with other people. As he progresses in the organization, 
| he must also be able to supervise people; and this is true whether in 
| college he concentrated in chemistry or in English. In his supervisory 
| work, one of his prime functions must be the development and astute 
handling of the people under him, since today they must accomplish 
| most of his work for him and tomorrow one of them must replace 
| him. He must have a broad and solidly based sense of values. He 
must think effectively. He must have sound judgment. | 

‘While we might have arrived at these conclusions by deduction, we 
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have also reached them by experience. We know that when we are 
looking for men with executive ability to promote, their technical 
knowledge at that stage is often relatively less important than their 
ability to deal with more abstract problems involving judgment and 
ability to reason. There is, in fact, a sort of crossing of lines in this 
regard. While a man’s technical knowledge may be his best tool dur- 
ing his first five years or so with our Company, in many cases this 
curve tends to flatten out on the value chart and is met by the ascendant 
curve of the man’s skill in human relations and other factors. The 
manager of one of our largest refineries said the other day that, in 
his job, he uses almost every skill he ever acquired except a technical 
knowledge of refining. While this may be something of an overstate- 
ment, it illustrates the important point. 

Every highly technological industry will, of course, continue to 
need highly trained and skilled scientists and technicians. But science 
is concerned with the measurable, and, when you have summed up 
all the factors of a man that can be measured, you still have not de- 
scribed or understood him. Science’s dimensions seldom, if ever, attain 
to the level of moral values, and, if we receive from the schools and 
colleges people whose experience is truncated by a lack in these wider 
dimensions, we may end up with businesses staffed by men whose 
attitudes and concepts may be inadequate to deal successfully with the 
broad social and economic problems with which they are sure to be 
faced. 

The development of men with the qualities of personality and the 
character traits I have discussed here is important to any company. 
To a large industrial enterprise with complex operations scattered over 
a very wide area, the development of considerable numbers of such 
men on a carefully planned basis is absolutely essential. 

A large corporation must have an organization structure that permits 
great decentralization of authority and responsibility, for the reason 
that, if it does not decentralize, it will tend to over-centralize. Its field 
management will be restricted in the exercise of its judgment; top 
management, insulated from field problems by several levels of super- 
vision, will fail fully to understand those problems; and the whole 
organization is likely to resist change and to become inflexible. 

In order to avoid this situation, an oil company, such as the one I 
work for, is likely to break down its operations into the following 
broad functional classifications: Producing, Refining, Marketing, and 
Transportation. These functional classifications will be subdivided into 
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geographical classifications. Our objective is to decentralize both au- 
thority and responsibility to the lowest operating geographical sub- 
division so that the executive in charge of a producing district, a re- 
finery, a marketing district, or a pipe line division is, as nearly as pos- 
sible, placed in the position of the owner of a small business. He has 
all his operating facts and statistics at his finger tips, and is subject to 
the control of his superiors only on matters of considerable importance 
such as operating policies, budgets, and high-level personnel changes. 

Top management, in order to create these conditions, must develop 
administrative techniques that permit it to discharge its over-all re- 
sponsibility for results while, at the same time, decentralizing authority 
and responsibility to the utmost. In our experience, the best method 
of encouraging decentralization is to prepare carefully worked-out 
profit-and-loss statements in each geographical subdivision which re- 
flect the operating results within it. These statements, though subject 
to limitations, particularly in a business such as ours where many 
products are manufactured from a single raw material in a continuous 
process, can provide a measurement of profit or loss in the operation 
of a department or a geographic unit in a department. 

There is much misunderstanding about the role of profits in a 
typical private enterprise. Informed people realize that profits are 
required to pay a fair return to the owners of the business, to help 
generate the funds with which to replace worn-out equipment, to ex- 
pand the enterprise as demand for its products expands, and to build 
the kind of organization that can continue to pay fair wages to its 
employees. I suspect, though, that very few people indeed realize that 
profits, over a period of time, are the only true measure of efficiency 
in a competitive, free-enterprise economy such as our own. Profits 
can result only when a favorable balance exists among the various 
factors that determine profit and loss: the cost of raw materials, the 
expenses of converting this raw material to finished products, and the 
net realization received from the ultimate consumer. Any effort di- 
rected toward favorably affecting one of these elements exclusively 
may unduly and unfavorably affect the others and thereby produce 
a net harmful effect on the enterprise as a whole. 

Only a profit-and-loss system, carefully designed and installed in 
each operating subdivision, permits the individual in charge to accept 
authority and responsibility and gives him the tools he needs to make 
sound, long-term decisions. Under these conditions, he is not a minor 
official in a large organization reacting to decrees from a remote and, 
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it is to be feared, not always well-informed top management. He is 
instead a respected and responsible executive running his operation 
exactly as he would if he owned it, reacting to the same incentives, 
impelled by the same necessities, in possession of the same vital in- 
formation. 

This system requires the continuous development of superior and 
self-reliant personnel to fill these supervisory positions. Men who have 
been promoted to these positions continue to grow in stature because 
of the freedom of action which they are granted to discharge their 
responsibilities. 

We in Socony-Vacuum believe profoundly in the social utility and 
indispensability of profits. No business can or should long endure 
that does not make a profit. Business losses are a free society’s thumbs- 
down on companies that fail to earn the right to survive. Since, in 
the long run, the public pays for inefficiencies and uneconomic prac- 
tices, the public has every right to use its purchasing power to “vote 
out of business” any company which seeks to burden the public with 
its own ineffective or non-competitive products or services. It is only 
the profit system which can effectively encourage efficient and economic 
practices and eliminate inefficient and uneconomic practices. Competi- 
tion will insure that no one will long make an unreasonable profit, 
no matter how much he might desire it. 

When the profit motive is replaced by the dead hand of government, 
as it is when an industry is nationalized or when government invades 
the traditional area of business, the essential stimulus of competition 
and the absolute necessity of making the enterprise profitable and 
productive disappears. Efficiency is lowered, costs are increased, the 
standard of living is lowered, the clock of human progress is turned 
back, freedom is diminished. 

This somewhat prolonged allusion to the profit-and-loss system may 
seem out of place. Actually, I don’t believe that it is. An understanding 
of what profit and loss means is an essential step to the understanding 
of business. The picture I have tried to draw in a fairly short space 
of time is one of a free society that is a happy blend of many elements. 
Our system of universal education and our system of free private enter- 
prise are both indispensable parts of it. I believe our form of democratic 
government would not long endure if either system were radically 
altered. These systems are, I believe, mutually interdependent. They 
must breathe the air of freedom in order to live and grow. Our stand- 
ard of living depends heavily on the efficiency of both of them. Our 
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jfree enterprise system, whose point of view I represent, depends on 
} the educational system for the development of the men and women 
who make it up. The educational system depends on the free enter- 
prise system, in large measure, for the maintenance of the general 
standard of living that is essential for its healthy and continued growth. 
Contrary to the notion that many people have, business does not 
become more centralized as it becomes larger and more complex, nor 
do its many employees become subservient to a comparatively small 
number of powerful men. Exactly the opposite situation prevails. As 
our industrial society becomes more mature and more productive, it 
tends to decentralize steadily and to require increasing numbers of 
educated and able men. 

The oil business illustrates this tendency. When it was small, making 
very few products and those in small quantities, it could operate with 
a handful of people at the top, a disproportionately large number of 
people performing simple jobs at the bottom, and not many men in 
between. A company could have one sales manual, one operating 
manual, and so on. 

But as the number of products rose from a few to several thousand, 
as the volume of business rose from thousands to hundreds of millions 
of dollars, as the number of employees rose from hundreds to tens 
of thousands, what else did we see? We saw the numbers of people 
doing simple tasks diminishing proportionately and the numbers of 
men in intermediate management increasing proportionately and abso- 
lutely. The whole operation’ became so large and so complex that 
_ operations had to be decentralized. This called for men able to assume 
progressively greater responsibilities, to exercise greater individual 

autonomy, to develop to higher levels. The opportunities for individual 

development tended, in fact, to increase more nearly geometrically 
than arithmetically. 
There is much that progressive companies can do to train and de- 
velop their new employees. Training is primarily the job of business, 
and education the job of the schools. That is an oversimplification, of 
course, but it is abundantly clear that business must look to the schools 
for the basic development of the men it needs. A comparatively recent 
and widely read survey of American education contains the following, 
“We need people with convictions reasonably and deeply held; the 
sane judgments which come from emotional stability and the imagina- 
tive comprehension which comes from understanding the whole con- 
dition of man.” 
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Our business system, indeed our whole scheme of contemporary 


American life, requires the education of young men and women of 
moral stamina who can think and who can discriminate among values. 
This implies the necessity for the continued extension of a sound liberal 
education to every American boy and girl with the capacity to assimi- 
late it. You educators, in the last fifty years, have made incredibly swift 
strides toward the realization of this now attainable goal. As you con- 
tinue to approach it, you inevitably increase the ability of our com- 


mercial and industrial machine to play its part in raising our standard _ 
of living and in dealing with the increasingly complex economic, hu- | 


man, and political problems that confront us. I hope that you will not — 


fail to realize that you are thereby strengthening the bulwarks of 
academic freedom that have been indispensable to your honorable past 
and are an essential prerequisite to what we all fervently pray will be 
your glorious future. 


THE OPPORTUNITY AHEAD* 
By GILBERT W. CHAPMAN 


President, Yale and Towne Manufacturing Company 


* 


There is a growing fear in the United States that we are facing as 
great a danger from internal ignorance as from external attack. Our 
advanced technology has fostered the rapid growth of specialization, 
and, with it, the intellectually incomplete man. 

The very nature of technology produces a relentless pressure for 
scientific training. American industry seems insatiable in its require- 
ments for specialists. Its demand for them is greater than the supply. 
Our colleges respond by narrowing the fields of learning. In such an 
atmosphere, these institutions can hardly be blamed for emphasizing 
in their curricula those courses which will aid students in seeking their 
future livelihood. 

The United States has become a dominant power in the world, but 
she cannot for long exercise her power or fulfill her mission without 
our being a people literate, educated, and cultivated. Whether or not 
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en a ae group of educators, industrialists, and editors ee as 
three days with the dilemma of the under-educated American in 
world of growing responsibilities. ee 
; The discussions accomplished progress on two major fronts. They 
defined the problem in precise terms, and they clearly showed that the 
solution is a matter for the attention of both the educator and the 
industrialist. The recognition of this joint responsibility should result. 
1 a reappraisal of the specific demands of industry and the undertak- 
ng of a broader cultural curriculum by the educators, without jeopard- 
izing the supply of able young men. ee 
While the investigation at Corning thoroughly aired a vital, national 
problem, it was too often pessimistic. It is true that specialization has _ 
caused a widespread dependence on group performance, but the efface- _ 
ment of genius and the individual has not been as general as some of 
those at the Institute believe. Creative genius clearly demonstrates 
tself early in its schooling and naturally is led in the direction of spe- 
alized training. Undoubtedly many technical students are unfamiliar 
with the study of the humanities but there is no reason to believe that, 
they were exposed to such courses, they would not greet them with 
enthusiasm. Attendance at symphony concerts, music festivals, art 
museums and adult educational classes is rising rapidly. There is a 
surge towards culture throughout the country. The desire on the pant Se 
of the student is there. ras 
In the long run, it may be that no revolutionary changes will be 
quired either in our educational institutions or in the shape of our 
dustry. There is need for a movement away from extremes to a mid- 
e-ground of less specialized technicians and more educated specialists. 
In this movement, the university’s staunchest ally will be industry’ s 
top managerial group. 

‘Industry will have to redefine job qualifications for ae so 
that a fundamental grounding in the applied sciences will be accept- 
able, as against the present tendency to require complete schooling in 
em. Further technical knowledge can be acquired during the early 
a gare either by actual experience or in courses promoted 
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